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paid by the Government of the United States
for such taxes. The Government of the
United States shall be entitled to repayment
of any penalty refunded to the Contractor to
the extent that the penalty was paid by the
Government.

(f) The contract price shall be decreased by
the amount of any tax or duty, other than an
excepted tax, that was included in the con-
tract and that the Contractor is required to
pay or bear, or does not obtain a refund of,
through the Contractor’s fault, negligence,
or failure to follow instructions of the Con-
tracting Officer or to comply with the provi-
sions of paragraph (i) below.

(g) No adjustment shall be made in the
contract price under this clause unless the
amount of the adjustment exceeds $250.

(h) If the Contractor obtains a reduction in
tax liability under the United States Inter-
nal Revenue Code (Title 26, U.S. Code) be-
cause of the payment of any tax or duty that
either was included in the contract price or
was the basis of an increase in the contract
price, the amount of the reduction shall be
paid or credited to the Government of the
United States as the Contracting Officer di-
rects.

(i) The Contractor shall take all reasonable
action to obtain exemption from or refund of
any taxes or duties, including interest or
penalty, from which the United States Gov-
ernment, the Contractor, any subcontractor,
or the transactions or property covered by
this contract are exempt under the laws of
the country concerned or its political sub-
divisions or which the governments of the
United States and of the country concerned
have agreed shall not be applicable to ex-
penditures in such country by or on behalf of
the United States.

(j) The Contractor shall promptly notify
the Contracting Officer of all matters relat-
ing to taxes or duties that reasonably may
be expected to result in either an increase or
decrease in the contract price and shall take
appropriate action as the Contracting Officer
directs. The contract price shall be equitably
adjusted to cover the costs of action taken
by the Contractor at the direction of the
Contracting Officer, including any interest,
penalty, and reasonable attorneys’ fees.

(End of clause)

[48 FR 42478, Sept. 19, 1983, as amended at 55
FR 52799, Dec. 21, 1990; 68 FR 28087, May 22,
2003]

52.229-7 Taxes—Fixed-Price Contracts
With Foreign Governments.

As prescribed in 29.402-1(b), insert the
following clause:

52.229-8

TAXES—FIXED-PRICE CONTRACTS WITH
FOREIGN GOVERNMENTS (JAN 1991)

(a) Contract date, as used in this clause,
means the date set for bid opening or, if this
is a negotiated contract or a modification,
the effective date of this contract or modi-
fication.

(b) The contract price, including the prices
in any subcontracts under this contract,
does not include any tax or duty that the
Government of the United States and the
Government of  [insert name of the foreign
government] have agreed shall not apply to
expenditures made by the United States in
~ [insert name of country], or any tax or
duty not applicable to this contract or any
subcontracts under this contract, pursuant
to the laws of  [insert name of country]. If
any such tax or duty has been included in
the contract price, through error or other-
wise, the contract price shall be correspond-
ingly reduced.

(c) If, after the contract date, the Govern-
ment of the United States and the Govern-
ment of  [insert name of the foreign govern-
ment] agree that any tax or duty included in
the contract price shall not apply to expendi-
tures by the United States in  [insert
name of country], the contract price shall be
reduced accordingly.

(d) No adjustment shall be made in the
contract price under this clause unless the
amount of the adjustment exceeds $250.

(End of clause)

[48 FR 42478, Sept. 19, 1983, as amended at 55
FR 52799, Dec. 21, 1990]

52.229-8 Taxes—Foreign

bursement Contracts.

As prescribed in 29.402-2(a), insert the
following clause:

Cost-Reim-

TAXES—FOREIGN COST-REIMBURSEMENT
CONTRACTS (MAR 1990)

(a) Any tax or duty from which the United
States Government is exempt by agreement
with the Government of  [insert name of
the foreign govermment], or from which the
Contractor or any subcontractor under this
contract is exempt under the laws of
[insert name of country], shall not constitute
an allowable cost under this contract.

(b) If the Contractor or subcontractor
under this contract obtains a foreign tax
credit that reduces its Federal income tax li-
ability under the United States Internal
Revenue Code (Title 26, U.S.C.) because of
the payment of any tax or duty that was re-
imbursed under this contract, the amount of
the reduction shall be paid or credited at the
time of such offset to the Government of the
United States as the Contracting Officer di-
rects.
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